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SUBJECT: Secretary of State

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X introduced February 2, 1999.

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALY SISOF BILL ASINTRODUCED/AMENDED STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would provide that upon a corporate nerger, the surviving donestic
corporation would assune the liability of the di sappearing corporation and file
the required tax and information returns. In addition, this bill would require

under certain circunstances that the Secretary of State (SOS) file the nerger
wi thout a certificate of satisfaction fromthe Franchise Tax Board (FTB)

Also, this bill would provide that a registered foreign limted liability
partnership that ceases to be such an entity nmust file a tax clearance
certificate received fromthe FTB with the notice filed with the SOS that it is
no longer alimted liability partnership.

This bill would nmake several m scell aneous anmendnments to various California
codes, which would not inpact the departnment. These anendnents will not be
addressed in this anal ysis.

The April 6, 1999, anmendnent would require that the SOS prepare and submt a
report to the Legislature regarding any rules or regulations adopted to authorize
the electronic filing of docunments with the SOS. 1In addition, the anendnent
del et ed | anguage regarding the SOS and sellers of seller assisted marketing

pl ans.

The March 9, 1999, anendnent accepted the technical anendnents proposed in the
departnment’s prior analysis and made several other technical and grammati cal
changes to various codes. The departnent’s suggested anmendment to resolve an

i npl enmentati on concern was not accepted. The inplenentation considerations and
rel ated amendnment provided in the departnent’s previous analysis are included
bel ow.
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O her than the resolution of the technical concerns, the departnent’s anal ysis of
SB 284 as introduced February 2, 1999, still applies.

| npl emrent ati on Consi der ati ons

Current | aw provides that upon the corporation's winding up, a mgjority of
the directors of the corporation are to sign a certificate of dissolution
verifying certain events have taken place. This bill would add to those
events “the tax liability wll be satisfied on a taxes paid basis.” Such a
statenent may allow a corporation to receive a tax clearance certificate
fromthe Franchi se Tax Board and di ssolve without resolving its tax
liability. Amendment 1 could elimnate that possibility.

Currently, the Revenue and Taxation Code requires that a registered LLP
obtain a tax clearance certificate fromthe FTB prior to the SOS filing of
a certificate of dissolution, cancellation, or withdrawal or any other
document by which the termof existence of a registered LLP is reduced or
termnated. A foreign LLP nust obtain a tax clearance before the SCSis
authorized to file an amended registration or a notice of w thdrawal or

di ssol uti on and wi nding up. For Corporations Code purposes, an unregistered
LLP is not recognized as an LLP. Wth the suggested amendnent to

Cor porations Code, this bill would duplicate provisions of the Revenue and
Taxation Code and clarify the SOS duties regarding the filing of a
certificate of dissolution, cancellation, or wthdrawal upon the issuance of
a tax clearance certificate by the FTB.

Once the inplenentation concerns are addressed, inplenmenting this bill would
not significantly inpact the departnent’s prograns and operations.
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AMENDMENT 1

On page 23, line 25, strike out “will be” and insert:

has been



